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CGeneral Information Letter: In conmputing base income, no deduction is
allowed to individual for theft |loss taken as an item zed deduction
for federal income tax purposes.

April 5, 1999

Dear :

This is in response to your letter dated March 30, 1999, in which you request a
letter ruling. The nature of your letter and the information you have provi ded
require that we respond with a General Information Letter, which is designed to
provide general information, is not a statenment of Departnent policy and is not
bi nding on the Departnment. See 2 Ill. Adm Code 1200.120(b) and (c), encl osed.

In your letter you have stated the foll ow ng

Near the end of xxxx | discovered that | had been enbezzled and
eventually extorted by an individual naned  XXXXXXXXXXXXXXXX,
XXX XXX XXX XXXXXX, driver’s |icense HEXXX XXX XXX XXX . Upon this
di scovery, | contacted the xxxxxx County Sheriff’s Police and filed a
report on xxxxxxx, specifically report # XXXXXXXXXX. The police

concl uded that xxxxxxxxxx had been scamm ng nme and |iving on nmy noney.

I recently conferred with the IRS as to how to handl e the enbezzl enent

for tax purposes, and they advised that | could use Form 4684,
Casualties and Thefts, to deduct income that passed directly to
XXXXXXXXXX. After figuring reinbursenents, the enbezzlenent anount
totals $xxxxxxx. | doubt that xxxxxxxxx will report this incone.
My question to you is whether | can deduct the enbezzl enment anount on
Line 9 of the Illinois Income Tax Return

Response

Computation of Illinois taxable income for individuals begins wth an

i ndividual’s “adjusted gross inconme” conputed and reported for federal inconme tax
purposes under the provisions of the Internal Revenue Code. See Sections
203(a) (1) and 203(e)(1) of the Illinois Incone Tax Act (the “I1ITA’, 35 ILCS 5/101
et. seq.), copies of which have been enclosed for your review  An individual’s
adjusted gross inconme is then increased and/ or reduced after application of
certain addition and subtraction nodifications specified by statute. See Section
203(a)(2) of the IITA  The list of specific deductions in Section 203(a)(2)(E)-
(W is intended to be exhaustive of all deductions allowable in conputing
IIlinois taxable incone. See Section 203(h) of the IITA Therefore, an
ot herwi se all owabl e deduction for federal inconme tax purposes will not be allowed
as a deduction for Illinois income tax purposes unless specifically listed as
such under Section 203(a)(2) of the IITA

A loss arising fromtheft is not a |isted deduction under Section 203(a)(2)(E)-
(W of the IITA and thus is not allowable as a subtraction nodification to an
i ndi vidual’s adjusted gross incone. Consequently, an individual in conputing the

individual’s 1llinois taxable inconme recognizes no benefit of an incone
adjustnment for theft |oss. However, an individual suffering theft |oss of
property used in a trade or business and reporting such loss at the federal |evel
on Form 4684 will derive sonme initial benefit fromthe theft |oss when filing an

Illinois income tax return because the individual’s federal adjusted gross



incone, the starting point for conputation of Illinois taxable income, wll have
been conputed taking into account the theft |loss for federal incone tax purposes.
See 1998 | RS Tax Forms 1040 and 4684.

As stated above, this is a general information letter which does not constitute a
statenent of policy that applies, interprets or prescribes the tax laws, and it
is not binding on the Departnent. If you are not under audit and you wish to
obtain a binding Private Letter Ruling regarding your factual situation, please
submt all of the information set out in itens 1 through 8 of the encl osed copy
of Section 1200.110(b).

Si ncerely,

Jackson Donl ey
Seni or Counsel -- Incone Tax



